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The GATT and the OTC 


ONGRESSIONAL interest in 

trade policy turned abruptly 
last week from H. R. 1, the renewal 
of the Trade Agreements Act, to the 
proposed international Organization 
for Trade Cooperation. The pro- 
posal is an outgrowth of a confer- 
ence recently concluded in Geneva, 
Switzerland, in which the United 
States and 33* other countries par- 
ticipated to renegotiate the General 
Agreement on Tariffs and Trade. 
Senator Byrd (D.,Va.), Chairman 
of the Senate Finance Committee, 
said he believed the Committee 
should not act on H. R. 1 until it 
had a better understanding of the 
proposed OTC. 

The functions of the OTC will be 
(1) to sponsor international trade 
negotiations and (2) to act as an in- 
tergovernmental forum for the dis- 
cussion and solution of trade dis- 
putes and other problems related to 
international trade. 

Since 1947 these functions have 
been carried on through a limited 
and temporary agreement by most 
of the main trading countries. This 
agreement is called the General 
Agreement on Tariffs and Trade 
(GATT). 

As a result of the renegotiation in 
Geneva, organizational features of 
the General Agreement have been 
modified and incorporated in the 
OTC. Remaining in the General 
Agreement are mainly (a) a listing 
of all tariff rates negotiated by the 
member countries and (b) a set of 
fair trade rules. The OTC, if ap- 


*Members of the GATT and the OTC: Aus- 
tralia, Austria, Belgium, Luxembourg, Brazil, 
Burma, Canada, Ceylon, Chile, Cuba, Czecho- 
slovakia, Denmark, Dominican Republic, Fin- 
land, France, Federal Republic of Germany, 
Greece, Haiti, India, Indonesia, Italy, The 
Netherlands, New Zealand, Nicaragua, Norway, 
Pakistan, Peru. Rhodesia and Nyasaland, Swe- 
den, Turkey, Union of South Africa, United 
Kingdom, United States of America, Uruguay; 
also Japan on a provisional basis pending the 
outcome of tariff negotiations now going on in 
Geneva between Japan and member countries. 


proved by the U. S. Congress and the 
legislative bodies of other nations, 
will administer the General Agree- 
ment. 


Work of the General Agreement 


The need for a General Agreement 
on Tariffs and Trade, and therefore 
an OTC, is based on the premise that 
the foreign commerce of each nation 
has international implications and 
that through international cooper- 
ation trade can be conducted on a 
more orderly basis than if each na- 
tion were left to make its own rules. 

U. S. participation in the tariff ne- 
gotiations under the General Agree- 
ment has been based on the author- 
ity Congress delegated to the Presi- 
dent in the Trade Agreements Act. 
These tariff negotiations, conducted 
in 1947, 1949 and 1950-51, have re- 
sulted in the stabilization of over 
58,000 separate tariff rates of the 
participating countries. This figure 
represents well over 50 per cent of 





The next issue of The Voter will 
earry details about the organiza- 
tional framework of the Organi- 
zation for Trade Cooperation and 
will discuss other related ques- 
tions. 











all foreign trade in the world. The 
34 countries represent 80 per cent of 
world trade. The results of a round 
of negotiations are formally binding 
for only three years at most. At the 
end of a three-year period, nations 
are free to renegotiate any tariff 
concessions given. The last review 
was in early 1955 and the negotiated 
tariff rates were extended until De- 
cember 31, 1957. Indeed, since the 
first negotiation in 1947 the tariff 
reductions have been extended by 
the member countries without sub- 
stantial modification. 


The General Agreement also spec- 
ifies a set of fair trade practices to 
which each member should adhere. 
One prohibits trade discrimination 
among nations. When one nation 
agrees to reduce a tariff or not to 
raise an existing tariff, this “conces- 
sion” applies to all nations. This is 
called the “most-favored nation” 
principle. The General Agreement 
has succeeded in obtaining general 
acceptance of this principle because 
when many countries negotiate at 
one time, each can see the value to 
itself of obtaining the results of con- 
cessions granted by other nations. 
More reductions in trade barriers 
also result. 

An example of this was the desire 
of the United States to obtain from 
Canada a reduction in the latter’s 
tariff on plate glass. Canada would 
not give the United States such a 
concession in an agreement between 
the two nations because Belgium 
supplied Canada with even more 
glass than did the United States, and 
if Canada gave the United States a 
concession, her bargaining power 
with respect to Belgium would be 
weakened. But when Canada, Bel- 
gium, and the United States nego- 
tiated at the same time, both the 
United States and Belgium obtained 
from Canada a tariff reduction on 
plate glass. 

Another fair trade practice recom- 
mends that nations prohibit the use 
of quotas because quotas constitute 
an absolute barrier to trade. Once 
the quota for the year has been 
filled, no additional imports are al- 
lowed. The use of quotas can un- 
dermine the reduction of tariffs 
gained through negotiation. 

A third fair trade practice advises 
against the use of government sub- 
sidies on exports in order to gain 
a competitive advantage in world 
markets. If one country uses sub- 





sidies then all other countries are 
placed at a disadvantage and may, 
in turn, also resort to subsidies, thus 
beginning a vicious circle. 


Exceptions to the Rules 


The General Agreement makes 
provision for exceptions te the fair 
trade rules and also allows member 
nations a means of settling disputes 
when one country has a complaint 
against another. 

One exception permits a nation to 
increase tariffs when a domestic in- 
dustry is seriously injured by com- 
petitive imports. The United States 
has made the greatest use of this 
exception. 

A second exception permits na- 
tions to place quotas on imports 
when its means of payment for those 
imports is threatened. Of the 34 
countries in the General Agreement, 
21 are taking advantage of this ex- 
ception though the number of prod- 
ucts affected by quotas has been 
drastically decreased in the last two 
years. 

A third exception is that a nation 
in the early stage of economic de- 
velopment may place quotas on im- 
ports in order to establish needed 
industries. 

Although each nation in the Gen- 
eral Agreement is pledged to non- 
discrimination in trade policy, some 
nations have close political ties 
with others which involve giving 
them preferential treatment in trade 
matters. Great Britain and other 
members of the British Common- 
wealth have such a preference sys- 
tem. The United States and Cuba, 
the French Union, the Benelux Cus- 


toms Union, Uruguay and Paraguay 
are other examples of preference 
systems. The General Agreement 
has succeeded in preventing an in- 
crease in the preferential treatment 
received by countries in these pref- 
erence systems. 

Occasionally the deterioration of 
political relations between countries 
results in one’s wishing to discrimi- 
nate against the other in trade. In 
1951, Congress called for the with- 
drawal of all United States trade 
concessions to the Soviet bloc, in- 
cluding Czechoslovakia which is the 
only Sovict bloc country belonging 
to the General Agreement. Since 
this action would have been contrary 
to the Agreement, the United States 
requested and obtained a “waiver” 
of its obligations. Such a waiver 
requires a two-thirds vote of the 
member countries assembled. 

Another waiver obtained by the 
United States just recently is one 
permitting the United States to place 
quotas or special fees on imports of 
agricultural commodities which the 
Secretary of Agriculture deems to 
be interfering with our price support 
system. 


Resolving Disputes 


Opinions differ as to whether the 
General Agreement should allow so 
many exceptions to the rules. The 
General Agreement, however, con- 
tuins procedures for resolving com- 
plaints of one country against an- 
other. The first step is for a country 
tu enter a complaint on the agenda 
of the annual meeting. An example 
was a U.S. complaint registered in 
October 1954 against Belgium im- 
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TRADE: The Senate Finance Commit- 
tee completed hearings March 23 on 
H. R. 1, to extend the Trade Agree- 
ments Act for three years and grant au- 
thority to the President for gradual 
tariff reductions. Many Senators are re- 
ported readying restrictive amendments 
to be offered during floor debate, pro- 
posing protection for specific industries 
and drastic changes in the bill itself. The 
Committee plans to study the proposed 
reorganization of the General Agreement 
on Tarifis and Trade (GATT) before 
reporting the trade bill. (See this issue 
of THE NaTIONAL VOTER.) 


U.N. TECHNICAL ASSISTANCE: 
The House March 18 granted $4 million 
for the U. S. contribution to the U.N. 
Technical Assistance fund for the first 
six months of 1955 by a roll call vote of 
174 yeas, 107 nays. The House Appro- 
priations Committee had cut the $8 
million requested by the President to the 
$4 million figure. The Senate Appropri- 
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ations Committee is now holding hear- 
ings on the bill, H. R. 4903, the Second 
Supplemental Appropriation for 1955, in 
which the $4 million is requested. The 
League submitted a statement asking 
that the full $8 million be appropriated. 
(See THe Nationau Voter 3/15/55.) 


CODE OF PROCEDURES FOR 
COMMITTEE HEARINGS: The 
House March 22 passed H. Res. 151, 
providing a basic code of procedures for 
investigating committees. (See THE 
NATIONAL VorerR 3/15/55.) 


ITEM VETO: H. R. 561, introduced 
by Rep. Multer (D., N.Y.), proposes 
that each provision of an appropriation 
hill shall be regarded as a separate bill. 
Hi. J. Res. 247, introduced by Rep. 
Church (R., Ill.), proposes a constitu- 
tional amendment granting the Presi- 
dent authority to veto items in appro- 
priation bills. Both referred to the 
IIouse Judiciary Committee. 


port restrictions of U. S. coal. The 
United States and Belgium consulted 
at Geneva and the result was favor- 
able to the United States—most of 
the restrictions were removed. 

If the consultations do not resolve 
the dispute, the complaining country 
asks that the member countries, by 
a majority vote, approve retaliatory 
action. Such a case occurred when 
the United States placed quotas on 
imports of dairy products and The 
Netherlands complained that the 
action denied benefits to it result- 
ing from U. 8. concessions given un- 
der GATT negotiations. Since the 
quotas were placed by Congress, 
there was nothing the U. S. nego- 
tiators could do about removing the 
restrictions. Therefore, the member 
countries approved the proposed re- 
taliatory import restrictions by the 
Dutch against U. S. wheat flour. 

The working of the General 
Agreement described above was not 
altered substantially at the Geneva 
Conference. The most important 
changes tightened up the exceptions 
on the use of quotas for balance of 
payments reasons and for economic 
development. Under the new Agree- 
ment any country using quotas for 
the above reasons must periodically 
justify their use and indicate that 
their use will be temporary. 

Another significant change is that 
member countries must not increase 
the use of export subsidies on manu- 
factured goods between now and 
December 31, 1957. At that time 
consultations will take place on the 
extent to which existing subsidies 
can be removed. On primary prod- 
ucts (agricultural and other raw ma- 
terials) the subsidy provision should 
not permit a country using subsidies 
to gain more than its fair share of 
the market. 

The General Agreement and the 
proposed Organization for Trade 
Cooperation are designed to expand 
world trade on an orderly basis. In 
a few weeks a measure will be intro- 
duced into Congress authorizing 
United States membership in the 


OTC. 
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